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The Australia and New Zealand Bank Ltd 


‘THE AUSTRALIA AND New ZEALAND BANK LIMITED, 
which was formed by the amalgamation of the Union 
Bank of Australia Ltd. and the Bank of Australasia 
Ltd., commenced business on Ist October, 1951. This 
merger is the largest in the banking history of Aus- 
tralia and New Zealand and combines two banks 
which have been closely connected with the financial 
life of the two countries for more than a hundred 
years. 

The Union Bank of Australia Ltd. was formed in 
London in 1837 and immediately established branches 
in the main towns in Australia. Its purpose was to 
provide banking facilities for the new colonists, its 
first directors being greatly impressed with the needs of 
the colony for development capital. Branches were 
opened in Tasmania, Victoria and New South Wales 
and at the request of the New Zealand Company the 
bank's business was extended to New Zealand in 1840. 
The first New Zealand branch was opened at Petone in 
that year. When the site was changed to Wellington 
shortly afterwards the moving of the bank’s safe, en- 
closing as it did the Colony’s supply of currency, 
caused considerable local excitement. The bank's 
second branch was opened in Nelson in 1842. At the 
date of amalgamation the bank controlled 77 branches 
and agencies in New Zealand. 

The Bank of Australasia was incorporated by a 
Royal charter granted by King William IV in 1835, 
commencing business in Sydney in that year. It was 


the first chartered bank directed from London operat 
ing in the Colonies. Business rapidly expanded in 
Australia but it was not until 1864 that branches were 
opened in New Zealand. There were then already 
four banks operating in the Dominion, the Union 
Bank of Australia Ltd., the Bank of New Zealand, 
the Bank of New South Wales and the Bank of 
Otago, but the new bank was soon well established 
and provided its share of funds for the development 
of the country. Branches were initially opened at 
Auckland, Christchurch and Dunedin and in 1866 
business was commenced in Wellington. At the date 
of amalgamation the Bank of Australasia Ltd. (to 
facilitate the merger it became a limited company in 
1951) operated 78 branches and agencies. 

This amalgamation is the first of its kind in New 
Zealand. It was first proposed in 1947, but circum 
stances at the time caused the plan to be shelved until 
1950 when proposals were placed before the share- 
holders of the two banks. These were approved early 
in 1951 and the intervening period has been taken up 
by the necessary legal formalities. Apart from the 
alteration in name, little apparent change will be 
noticed by the bank’s customers. Each branch will 
continue to conduct its business as before with the 
same staff and on the same premises. The new bank 
will control assets of about £350 million and will have 
in Australia and New Zealand more than 700 branches 
and agencies. 





Foreign Exchange 
IX - THE STERLING BALANCES 


IN PRECEDING ARTICLES, a number of the post-war difh- 
culties which have confronted the sterling area have 
been described and analysed; but only passing refer- 
ence has so far been made to the question of sterling 
balances, a further problem which has arisen largely 
as a result of the war. The funds which many coun- 
tries hold in sterling are naturally regarded by them 
as assets, but to the United Kingdom they are liabili- 
ties. Therefore what are usually referred to as “sterl- 
ing balances” should more correctly be called “sterling 
liabilities of the United Kingdom”. The official 
definition is as follows:— 

“Sterling liabilities comprise net liabilities of banks 
in the United Kingdom to their overseas offices and 
other account holders, including funds held as cover 
for overseas currencies, and overseas loans to H.M. 
Government expressed in sterling or sterling area cur- 
rencies, including the capital value of payments due 
to India and Pakistan under the Pensions Annuities 
Schemes of 1948. Private holdings of securities are 
excluded.” In less technical language, they represent 
all the amounts of sterling currency owned by non- 
residents of the United Kingdom, plus any debts owed 
by the United Kingdom Government to non-residents 
and expressed in terms of sterling. Although no 
official figures as to their composition are available, 
most of the sterling balances probably consist of the 


holdings by overseas banks of deposits with London 
banks (including the Bank of England), and of British 
Treasury Bills. They include therefore part of the 
international reserves of many overseas countries, held 
by them as statutory backing for their currencies and 
as working balances to finance international transac 
tions in sterling. The existence of these large sterling 
balances is thus one manifestation of the widespread 
use of sterling as an international currency and of the 
services provided by the London money market. 
Wartime Growth in Sterling Balances 

In August, 1938 the sterling balances totalled £760 
million. During World War II a rapid accumulation 
of the balances took place, due principally to— 

(a) heavy military expenditure by the United King- 
dom in countries such as Egypt, India and 
Ceylon, for the construction of military works 
such as roads, buildings, harbours, railways and 
aerodromes and for the maintenance of British 
troops, 

(b) deficits incurred by the United Kingdom in its 
current exchange transactions with other coun- 
tries—Britain continued to import raw materials 
and food, but for military reasons was unable to 
maintain a corresponding outflow of exports; 

(c) the payment of sterling to sterling area coun- 
tries in exchange for dollars earned through 





exports (e.g., rubber, tin, jute, tea and cocoa) to 
the United States, and also for dollars resulting 
from United States military expenditure in 
such countries as Egypt, India, Burma, Aus- 
tralia and New Zealand. 

In consequence, by December, 1945, holdings of 
sterling by overseas countries had increased to nearly 
£3,400 million, the amount held by sterling area 
countries being approximately £2,450 million. India 
was then the largest single holder, with about £1,100 
million, The largest holder of sterling funds among the 
non-sterling countries was Egypt, whose balances 
amounted to approximately £400 million. 


Effect of the Sterling Balances 

The accumulation of sterling balances in wartime 
was probably unavoidable, but it left a heavy burden 
of indebtedness on the economy of the United King- 
dom. They represented claims on the resources of 
the United Kingdom which could (unless special 
arrangements were made) be used for purchases of 
United Kingdom goods without any goods being sup- 
plied in return. Thus, failing default by United 
Kingdom or voluntary “scaling down” by the holders, 
the sterling balances could only be reduced by means 
of these “unrequited exports” or by allowing the ster] 
ing funds to be used to buy other currencies, such as 
dollars, from the United Kingdom. Neither method 
could be satisfactory to the United Kingdom, since 
the first (unrequited exports) would mean the diver- 
sion of United Kingdom goods away from the sadly- 
depleted home market or away from much-needed 
dollar markets; while the second (convertibility of 
sterling balances) would have resulted ifi an imme- 
diate loss of precious gold and dollar reserves. ‘The 
sterling funds thus represented not only a burden on 
the United Kingdom economy and standard of living, 
but also an impediment to the restoration of con- 
vertibility of sterling. 

Two other aspects must be mentioned. One was 
the fact that, since a large part of the accumulated 
balances had arisen as a result of heavy military ex- 
penditure by the United Kingdom in the defence of 
a common cause, this was regarded in some quarters 
as good reason to cancel such balances as part of an 
over-all settlement of wartime indebtedness. A second 
point is that so many countries held large sterling 
funds which could only be spent in the sterling area 
or other soft currency countries, that they in fact were 
disposed to spend them freely. Thus demand for 
many sterling area goods—many of them already in 
short supply—was increased and sterling prices tended 
to rise. ‘The United Kingdom then had to pay more 
for her imports, and the post-war scarcities of many 
essential goods were accentuated. 


Blocked Balances 

One war-time method of relieving the problem 
created by the accumulated sterling balances was the 
decision of the United Kingdom Government to block 
or freeze a portion of them. This action was justified 
mainly on the grounds that the accretion of the bal- 
ances was in part due to abnormal transactions, which 
have already been referred to, i.e., payments the 
United Kingdom was obliged to make to various coun- 
tries for military purposes. During the war, holders 
of sterling assets in general undertook not to use their 
balances for other than current transactions. The 
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svstem of blocked sterling, though much modified 
since the war, still Operates. 


U.S. Loan Agreement 

When Lend-Lease ceased in 1945 and the United 
Kingdom was faced with a serious dollar crisis, the 
United States was willing to make a substantial loan 
to the United Kingdom in order to facilitate the re- 
covery of sterling and the restoration of full con- 
vertibility of currencies. It was recognised, however, 
that the attainment of these objectives was virtually 
impossible so long as the large sterling indebtedness of 
the United Kingdom remained. Therefore, in agreeing 
to make a large sum in dollars available on loan to the 
United Kingdom, and while imposing an obligation 
(which the United Kingdom accepted) that sterling 
should be freely convertible for current transactions 
after 15th July, 1947, the United States sought also 
to relieve the United Kingdom of part of the burden 
of its sterling liabilities. Accordingly, in the Anglo- 
American Financial Agreement of 6th December, 
1945, the Government of the United Kingdom de- 
clared its intention “to make agreements, according 
to the circumstances of each case, for an early settle- 
ment covering the sterling balances accumulated by 
the sterling area and other countries”. The agreement 
proposed that the settlements with the sterling area 
countries be on the basis of dividing the accumulated 
balances as follows:— 

1. Those to be released immediately, and con- 
vertible into any currency for current trans- 
actions. 

Balances to be blocked but subsequently released 
over a period of years beginning in 1951; the re- 
leased balances to be freely convertible for cur- 
rent transactions. 

Balances to be “adjusted” as a contribution to 
the settlement of war and post-war indebtedness 
and in recognition of the benefits which the 
countries concerned might be expected to gain 
from such a settlement. (This clause implied a 
“scaling-down” of the sterling balances.) 

The financial position of the sterling area since 
1945, especially vis-a-vis the dollar area, prevented the 
fulfilment of some of these provisions in the loan 
agreement. The free convertibility of sterling into 
dollars was restored in July, 1947, but the experiment 
was not a success (see article in the “Bulletin” for 
August, 1951). Convertibility of sterling was again 
suspended in August, 1947, and has not since been 
restored. 

No agreement has so far been reached for a scaling 
down of the sterling balances as suggested by the 
Financial Agreement. Unilateral action in this direc- 
tion by the United Kingdom is out of the question, 
and none of the holders of the balances has as yet 
been prepared to agree to a step of this nature. How- 
ever, New Zealand and Australia have made gifts to 
the United Kingdom of £10 million and £25 million 
sterling, thereby reducing the latter’s sterling liabili- 
ties to a small extene. 


Release of Blocked Balances 


That part of the Financial Agreement relating to 
the progressive releases of sterling balances has been 
carried out, the United Kingdom having made a series 
of agreements with many of the countries concerned 
(especially those with the largest balances). Those 
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agreements usually specify the amounts of blocked 
sterling which will be released by the United Kingdom 
in a given period and in some cases indicate the extent 
to which free balances may be converted into dollars. 

The size of the blocked sterling holdings in recent 
years may be appreciated when it is realised that at 
the end of 1949, an estimated £1,286 million, or nearly 
38 per cent, of the total sterling balances fell within 
this classification. The largest holders of such bal- 
ances at that date were India, Egypt, Pakistan and 
Iraq, their frozen funds amounting respectively to 
£680 million, £253 million, £130 million, and £82 
million. 

The sterling balances are customarily held at the 
Bank of England in two accounts—a No. | Account 
consisting of free balances which may be drawn upon 
by the countries to whose credit they stand, for the 
purpose of financing current transactions; and a No. 
2 Account, comprising the blocked or frozen funds. 
When any part of the latter is released by agreement, 
it is transferred from the No. 2 to the No. | Account 
of the country concerned, thus augmenting the 
amount of the holder’s free funds. 

An example of the form these releases may take is 
afforded by the financial agreement recently reached 
between the Governments of Egypt and the United 
Kingdom. This agreement permits the release of £150 
million of Egypt’s blocked balances (which at the time 
of the negotiations totalled approximately £230 mil- 
lion), over a period of between ten and thirteen years, 
commencing in 1951. In each of the ten years 1951- 
60 inclusive, there will be a release of £10 million to 
Egypt, who will also have the right to draw a further 
£5 million per annum up to £35 million, should the 
balance in its No. | (free) Account fall below £45 


million. In addition, there is provision for special 
releases, including one of sterling against which dol 
lars may be made available. Should any part of the 
£35 million mentioned above remain outstanding at 
the end of the tenth year, it will be released to Egypt 
at a rate of £10 million over the three years 1961-63, 
with the payment of any outstanding amount in 1963 
as may be necessary to liquidate the £35 million. ‘The 
future of the frozen balance of £80 million still 
remaining to Egypt's credit will be the subject of dis- 
cussions between Egypt and the United Kingdom be- 
fore the expiry of the present agreement. 

Further substantial releases are contained in the 
Colombo Plan for the economic development of South 
and South-East Asia, details of which were published 
earlier this year. Part of the projected financing of 
this programme will include releases from the blocked 
funds ot India, Pakistan and Ceylon over the six years 
1951-57. It is expected that the blocked holdings ot 
these countries will decline by a total of £246 million 
during this period. 

Changes in Sterling Balances 

Changes in the balance of payments of the various 
countries holding sterling balances bring about fluc 
tuations in the total of those balances and in their 
ownership. This is shown in the following table, 
which indicates the tendency in recent years for the 
sterling holdings of sterling area countries to increas 
relative to those of non-sterling countries. 

The balances are now appreciably higher than in 
1945. In money terms, the burden they impose on the 
economy of the United Kingdom has thus increased, 
but in real terms it is less than in 1945 because of the 
price increases which have since occurred. 


DISTRIBUTION OF U.K. STERLING LIABILITIES 


(£ millions) 


Source: U.K. White Papers, Cmd. 8201, 8354 and 8379 





TO NON-STERLING COUNTRIES 
Dollar Area 
Other Western Hemisphere 
O.E.E.C. (European) countries 
Other non-sterling countries 


(A) Total—non-sterling countries 


June Dec. Dex Dec Le 
1945 1946 1947 1949 1950 


1,222 1,304 1,065 


50 35 t 31 79 
144 213 235 80 5 
417 124 139 
611 632 578 515 





FO STERLING AREA COUNTRIES 
Dependent overseas territories 


391 195 5 583 


Other sterling countries 1,741 1,922 7 1,769 
(B) Total—sterling countries 2,132 2,417 2,297 2,352 


(C) Total—sterling liabilities to all countries* 3,354 3,721 3,603 3,417 








Percentage—sterling area (B) to total (C) 








64 65 64 6% 




















* Excludes sterling liabilities to international organisations such as the 


Current Notes 


Wool Sales 

The series of sales organised to complete disposal 
of the 1950-51 season’s clip continued after the Auck- 
land sale on 15th August (reported in the August 
issue of the “Bulletin’’), and was concluded at Welling- 
ton on 12th October. During this period eleven sales 
were held which were characterised by erratic price 
movement, frequent passing in of substantial amounts 
of wool, and the domination of competition by the 
Continent with strong support from Japan. The U.S.A. 


and Bradford also operated. The average price at the 
final sale was about 50d per Ilb., compared with 
approximately 60d per Ib. at Auckland on 6th October 
and 40d per lb. when the series commenced on 15th 
August. 


Wool Retention Funds 

As at 26th September, 1951 amounts held in woo! 
retention accounts by the New Zealand banking svs 
tem totalled £31.5 mllion. 





Dairy Contract 

Canada has agreed to buy approximately 1,340 tons 
of butter from New Zealand at a duty-paid price of 
63 cents per Ib..at Montreal and Vancouver. The 
price, which is the equivalent of about £100 per ton 
more than the United Kingdom contract price of 
£292 per ton should secure for this transaction about 
£134,000 more than if the butter had been shipped to 
the United Kingdom. 


Casein Sales to United States of America 

The New Zealand Dairy Products Marketing Com- 
mission has announced that on behalf of a number of 
dairy factories it has contracted to supply a New York 
company with up to 1,800 tons of lactic casein a year 
for three years. 


Butter Sales to Eire 

The New Zealand Dairy Products Marketing Com- 
mission has announced that 6,000 tons of butter will 
be sold to Eire this season at a price substantially 
higher than that at which butter is being sold to 
Britain. The butter will be shipped during the next 
four or five months. 

This is the second year in which Eire has bought 
butter from the Commission. Last year about 2,000 
ions were bought. 


Juvenile Labour Shortage 

According to the New Zealand Labour and Employ- 
ment Gazette, the full effects of the decline in the 
birth rate until 1935, are today being felt in New Zea- 
land. In 1939 the juvenile population of working 
age, Le., persons in the 15-20 year age group numbered 
171,400, declining to 160,900 by the end of 1950. With 
a further slight reduction this year, the estimate for 
1951 is the lowest in a long period during which the 
number of juveniles has been diminishing. 

The turning point in the juvenile labour force. i.¢., 
employed persons in the 15-20 year age group will not 
be reached until 1952, when it is calculated to fall to 
approximately 111,000 persons. In 1953 there will 
be a small gain when the rising birth rate, first evident 
in 1936, begins to have effect. Nevertheless the avail- 
able juvenile labour force in that year will have in 
creased by no more than one per cent above its pre- 
sent size. By the end of 1956 appreciable relief, to 
the extent of some 12-15 per cent over the present 
force, is thought likely. 

United Kingdom Balance of Payments 

According to the Balance of Payments White Papei 
for the first half of 1951, the United Kingdom had 
a balance of payments deficit of £122 million during 
the period, compared with a surplus of £179 mil 
lion in the second half of 1950. This deterioration 
was due to an increase in the deficit on visible trade 
from £34 million to £338 million, The surplus on in 
visible trade increased from £213 million to £216 
million. 


United Kingdom Gold and Dollar Reserves 

It has been announced that in the third quarter of 
1951, the sterling area incurred a deficit of $638 
mation with the dollar area. The United Kingdom's 
and dollar reserves at the end of September 
amounted to $3,269 million, a reduction of $598 
iiusion from the figure for the end of June. Part of 
the deficit was due to seasonal and special factors, the 


gold 
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most important being the repayment of $106 million 
to the European Payments Union, heavy expenditure 
on cotton and tobacco, reduced dollar earnings from 
sales of wool and cocoa, seasonally increased expendi- 
ture on the Continent and a transfer of dollars back 
into convertible sterling following the cessation of 
rumours that sterling would be revalued. Certain 
abnormal factors, such as the replacement of Persian 
oil by dollar oil, will continue, but Treasury officials 
consider that the deficit for the fourth quarter will 
almost certainly be less than for the third, even 
though commitments on account of the American loan 
will have to be met during the period. 


United Kingdom Sterling Liabilities and 
International Reserves 

Figures of the United Kingdom’s international re- 
serves and sterling liabilities from 1931 to 1945 have 
recently been published in a White Paper (Cmd. 8354). 
These figures brought up to date from the latest Bal- 
ance of Payments White Paper, have been reproduced 
on page 152 of this “Bulletin”. Because they are not 
comparable throughout, careful attention should be 
paid to the footnotes. 

The following graph shows the changes in total re- 
serves and liabilities since 1931. 
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The most striking fact is the great growth in liabili- 
ties since 1939, the reasons for which are given in the 
article on sterling balances on page 143 of this “Bulle- 
un”. This increase assumes much greater importance 
when considered in relation to the level of reserves. In 
1931, shortly after Britain had gone off the gold stand- 
ard, her reserves stood at 42 per cent of liabilities, but 
continuous improvement took place with the result 
that in 1937-8-9 reserves exceeded liabilities. The 
outbreak of war was followed, not only by increasing 
liabilities, but also by a heavy drain on reserves, with 
the result that by the end of 1940, reserves amounted 
to only 16 per cent of liabilities. With the introduc- 
tion of Lend-Lease further drawings on reserves be- 
came unnecessary, and the expenditure of dollars by 
the American forces in British territories enabled 
some increase to take place. At the same time, how- 
ever, liabilities were increasing at about the same rate 
so that little significant improvement occurred in the 
ratio of reserves to liabilities. With the cessation of 
Lend-Lease in 1945 the position deteriorated and 
despite the American and Canadian loans no improve- 
ment in the ratio took place until 1950 when Marshall 
Aid, devaluation, higher sterling exports to the dollan 
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area and smaller dollar imports combined to increase 
reserves to 27 per cent of liabilities. 

However, this increase has not been maintained, 
most recent figures showing that in the first half of 
this year liabilities increased twice as rapidly as re- 
serves, i.e., by £416 million compared with £203 mil- 


lion. In the third quarter the gold and dollar 
reserves declined by nearly £214 million so that it is 
probable that this deterioration in the ratio of reserves 
to liabilities has continued at an increasing rate. 


Canadian Loan 

The United Kingdom and Canadian Governments 
have agreed that the existing arrangements for the re- 
payment of the interest-free Canadian loan of $700 
million made to the United Kingdom in 1942 will 
continue until the end of 1953. Under the arrange- 
ments dollars accruing from the sales or redemption 
of Canadian securities held by United Kingdom resid- 
ents, less the cost of new investments in Canada by 
the United Kingdom, will be used in repayment of 
the $257 million outstanding at the end of 1950. The 
interest free provisions of the loan are also to be con- 
tinued. 


Payments Arrangements with Persia 

The special facilities available to Persia for the 
conversion of sterling into dollars and other cur- 
rencies, granted in recognition of the importance of 
Persian oil to the British economy, were withdrawn on 
10th September. All sterling payments to and from 
Persia will, in future, be subject to the permission of 
the United Kingdom Treasury, but these powers will 
normally be exercised in such a way as to allow all 
transactions except conversions into dollars and the 
payment and receipt of sterling by Persia in respect 
of oil transactions. This restriction means that Persia 
is no longer a “transferable account” country, and 
may involve for Persia the loss of up to $100 million a 
year. In addition, action has been taken by the 
United Kingdom Government to discontinue the allo- 
cations of scarce British goods formerly available to 
Persia. 


The Australian Budget 

The 1951-52 Australian Budget was presented on 
26th September by the Federal Treasurer, Sir Arthur 
Fadden. On the revenue side the Government pro- 
poses to raise the record sum of £1,041.5 million (ex- 
cluding primary production  self-balancing items 
amounting to £14.7 million) compared with £783.6 
million in 1950-51. Revenue from taxation is expected 
to amount to £957 million, an increase of £239 mil- 
lion, of which £159 million will be derived from in- 
creased rates of income tax, company taxes, sales tax 
and customs and excise duties. The main increases 
in expenditure are for defence (£34 million) and in 
payments to States (£33 million). Certain pension 
rates have also been increased but in the main the 
increases in departmental votes are small. Total 
expenditure is estimated at £926.9 million, £119 mil- 
lion more than last year. The unprecedented surplus 
of £114.5 million will be paid into the National Debt 
Sinking Fund, which will be empowered to invest 
part of it in public loans. That part which is not re- 
quired for borrowing programmes will be available 
for the repurchase and redemption of debt, including 
debt owing to the Central Bank. 


Other features of the Budget were the repeal of the 
wool tax pre-payment legislation; a reduction of £7.7 
million in subsidy payments; the withdrawal of the 
special initial depreciation allowance of 40 per cent 
on new plant; and the alteration of the basis for land 
tax to present values instead of 1941-42 pegged values. 

The Treasurer stated that the Commonwealth 
Government had rejected the idea that the freezing 
of prices and costs offered any real remedy to the pre- 
sent inflationary situation, but considered that by co- 
ordinated financial action a great deal could be done 
to check the growth of consumption demand for goods 
and investment demand for resources. The Budget 
was therefore designed to supplement the existing 
credit controls by drawing off part of the excessive 
spending power of the community by means of the 
surplus, by curtailing public expenditure wherever 
possible, particularly that on capital works, subsidies 
and administration and by imposing heavy taxes on 
luxury items. By these measures it is hoped to re- 
strain the demand for goods and to divert resources 
into essential uses. 


Interest Rates in Australia 

Over the past few months the raising of public loans 
in Australia has become increasingly difficult in the 
face of strong demands for funds by private industry. 
Following a period of falling prices of Government 
securities, official recognition of the growing weakness 
of the bond market which reflected both a tightening 
of money and an expectation of higher interest rates, 
was made in May when the long-term securities of the 
Twelfth Security Loan were issued at a discount of 
1 per cent, though the nominal rate of interest re- 
mained unchanged at 34 per cent. This was the first 
time since 1946 that long-term Commonwealth securi- 
ties had been issued with a yield of more than 3} per 
cent. The £40 million loan was oversubscribed by 
£8 million. 

However, bond prices continued to fall and by mid- 
August, when the Thirteenth Security Loan was an- 
nounced, redemption yields of up to £3/17/11 were 
offering. The raising of the interest rate on the long- 
term securities of this latest £40 million loan to 3} 
per cent was therefore in line with market trends. 
Even so, the loan was undersubscribed by £7.7 million. 
A further £40 million loan carrying interest at 3} per 
cent on its long-term securities opened on Ist Novem- 
ber. 

In September higher maximum rates were also an- 
nounced for loans to semi-government bodies, local 
authorities and building societies guaranteed by State 
Governments. The new rates are: semi-government 
bodies and local authorities, 44 per cent (previously 
3} per cent with a further 4 per cent where such loans 
were not guaranteed by the State Government); build- 
ing societies 4} per cent (previously 33 per cent). 
These rates are fixed by the Commonwealth Bank 
under the National Security (Economic Organisation) 
Regulations. The previous rates had been in force 
since 1944 and 1942 respectively. 


Sweden Joins Monetary Fund 

On 3ist August Sweden became the fiftieth member 
of the International Monetary Fund and the Inter- 
national Bank for Reconstruction and Development. 
Its Fund quota and its subscription to the Bank have 
each been fixed at $100 million. 
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(£N.Z. thousands) Liabilities and Assets 


Q ; = LIABILITIES ASSETS 

Weckly. | Bank Demand Liabilities Reserve | Advances to State Other 
Fi ts } sank Wool A ha os " ) . Invest- Advances | Other 
igures: Notes State | Banks | Retention} Other Gold | Sterling Other ments Market’g | Other | Assets* 
_| Accountt | ~ 2 __|Exchang¢ | Exchang: : fc Sa ae } 





and 
| Discounts 


1944 37,453 | 13,234 | 32,987 | 916 | 2,802 | 33,720 11,509 | 2,760 | 34,861 2,567 
1945 41,123 ; | 43,972 11,012 | 2,802 | 60,064 11,797 | 2,085 | 24,163 1,455 
1946 45,169 | 17, | 59,731 524 || 2,802 | 81,332 5,991 961 | 35,127 1,396 
1947 47,682 | 13,265 | 57,102 483 |} 2,802 | 85,300 4,576 | 1,157 | 28,510 5 , 1,046 
1948 * 48,930 | 13,228 | 57,706 380 | 2,802 | 65,090 10,496 | 1,698 | 35,182 | 2,437 | 7,549 
1949 51,312 | 73,837 355 | 3,223 | 48,995 | 41,855 | 3,482 | 37,628 | 4,907 

1,115 | 4,269 | 51,319 256 | 31,313 | 5,096 | 52,245 | 5,378 


1950 55,126 | 74,239 117 | 

Last Wednes- | 
day in Month: | 

| | 958 | 4,426 | 52,058 504 | 21,974 | 2,789 | 53,000 5,488 

Oct. 55,274 | 11,323 | 72,302 11,007 | 4,569 | 49,783 257 | 25,974 | 3,200 | 53,244 5,502 

Nov. | 57,473 | 12,556 | 70,210 894 | 4,666 | 49,596 389 | 25,974 | 4,304 | 54,292 | 5.503 

Dec. 62,216 | 14,985 | 62,579 3,114 | 556 4,697 | 47,946 350 | 30,974 | 3,558 | 54,178 | 5,701 


1950—Sept. | 54,307 | 11,674 | 70,822 





| 


-Jan. 58,583 | 17,416 | 67,367 10,889 893 | 4,810 | 50,702 390 | 35,974 | 4,832 | 53,000 | 9,180 
Feb. 57,704 | 29,924 167,390 | 7,859 | 722 | 4,871 | 56,333 289 | 35,974 | 6,199 | 53,000 | 8855 
Mar. 58,418 | 44,884 | 49,060 6,741 756 | 4,932 | 60,970 349 | 27,974 | 7,372 | 53,000 | 7,217 
Apr. 58,675 | 21,673 | 65,834 | 3,849 | 657 95 64,916 544 | 15,974 | 9,607 | 50,000 | 7,270 
May 58,413 | 10,544 | 75,902 | 1,238 4,718 D5 73,802 170 | 10,974 | 5,842 | 50,694 | 6,832 
June 59,804 | 11,589 | 73,694 | 2,879 , 1,913 9 78,120 419 7.974 | 4,033 | 50,000 | 6,495 
July 60,624 | 9,874 | 75,294 4.882 | 719 | 5.203 | 78483 460 | 11.974 | 1,924 | 50,000 6.235 2.949 
Aug. 60,374 | 14,183 | 81,660 | 5,024 | 444 a 79,164 524 | 22,675 1,300 | 50,146 | 6,019 2,585 
Sept. 60,566 | 12,173 | 84,617 1,494 604 | 5,365 | 68,213 457 | 31,440 | 1,419 | 50040 6,019 | 2,423 
Oct. 3)| 60,678 | 13,193 | 82,125 | 1,583 | 711 5,385 | 67,140 442 | 31,750 1,302 | 50,068 6,019 2,082 
10 60,662 | 12,381 | 81,811 1.275 | 805 $3 65,814 355 | 32,148 1,316 | 50,000 | 6,019 | 1,779 
17 | 60,906 | 15,164 | 80,163 1,201 | 195 | 5, 62,205 284 | 32,130 | 1,348 | 54,086 6,019 | 2,075 
24 | 61,493 | 10,998 | 83,601 930 | 309 | 5, 62,098 294 | 36,132 | 1,374 | 50,000 6,019 | 1,965 
31 | 61,298 | 13,744 | 79,248 882 | 292 5; 59,003 358 | 36,132 1,373 | 50,000 | 6,019 | 3,097 
MM On and after 20th August, 1948, overseas assets and lidbilitiés converted to N.Z. currency at rate, £Stg.100 = £N.Z.100; previously £Stg.100 = £N Z.124 


*Prior to 1950 the figures for “Other Exchange” are included under “Other Assets ; 
t Held temporarily pending transfer to Wool Rentention Accounts at trading banks. See text page 19 of February, 1951, issue. 





II-TRADING BANKS 
(£N.Z. thousands) Liabilities and Assets 
LIABILITIES (in New Zealand) 





Average of = . ASSETS Unexercised 
Monthly : Time Total Demand — ee Overdraft 
Figures : Demand | p Wool and Time Bankers’ | Net O’seas Securities | Advances | Authorities 

» *tention “6 = d 

Rtouata’ Other Liabilities | Cash* Assets Govt. | i Other | Discounts 


1944 88,644 | 30,480 = 119,125 39,384 11,938 36,141 2,424 | 46,806 | 37,120 
1945 99,836 31,634 | 131,470 52,402 13,647 29,335 2,473 | 51,618 40,274 
1946 117,071 | 34.414 | 151,485 67,794 12,541 26,168 2,293 58,342 45,041 
1947 128,115 37,270 | 165,984 66,041 13,295 20,913 | | 76,247 46,669 
1948 138,211 40,403 | 178,614 68,814 13,464 16,953 | 1,942 86,470 || 50,650 
1949 150,699 39,016 | 189,715 86,120 14,526 12,856 | 81,981 57,686 
1950 167,526 39,787. | 207,313 86,674 17,362 11,730 | 1, 94,065 64,178 
Last Wednes- ] 
day in Month | 
1950-—Sept. , 157,883 40,834 | 198,717 81,797 13,374 11,730 , | 96,473 64,143 
Oct. |i 162,324 40,094 202,418 83,610 13,927 11,730 : 97,087 || 67,689 
Nov. |! 164,530 39,827 | 204,357 83,751 9,670 11,730 105,113 66,274 
Dec.20, 186,616 39,538 | 226,153 70,339 22,013 11,730 | 108,979 | 71,347 


1951—-Jan. 194,692 784 | 39,805 235,281 79,759 32,482 11,730 " 112,617 72,294 
Feb, 193,039 4,879 | 39,163 237,080 80,156 34,053 Lists AY 4 118,287 75,416 
Mar. 193,709 9,644 39,770 243,124 60,784 31,504 1 Bg a He | 133,271 | 70,364 
Apr. 202,906 13,485 | 40,074 256,466 77,953 30,000 11,715 o 135,921 | 73,703 
May 210,769 16,441 | 40,302 267,512 87,423 34,018 IE sls: ‘ | 137,636 || 75,732 
June 211,864 18,039 | 39,449 269,353 86,492 39,492 11,715 | | 132,743 76,425 
July 205,822 | 21,356 | 38,659 265,837 87,506 40,059 1715 | | 121,428 || 78,433 
Aug. | 187,780 25,934 | 39,199 252,913 93,920 23,712 11,715 502 | 127,001 | 73,216 
Sept. 194,575 | 29,962 | 39,781 264,317 97,276 18,802 11715 be 133,030 || 70,061 


| | | 





* Bankers’ Cash includes Notes and Coin, and Balances at Reserve Bank. t See text page 19 of February, 1951, issue. 3 my a 
%K On and after 20th August, 1948. overseas assets and liabilities converted to N.Z. currency at rate, £Stg.100 = £N.Z.100; previously £Stg.100 = £N.Z.124 





OCTOBER, 1951 
III—FOREIGN EXCHANGE 


(£N.Z. thousands) 1. Net Overseas Assets (Revised Series)* 





1948 1949 1950 1951 


Last | | 
Wednesday i 

: : " Reserve Trading T, | Reserve Trading Reserve Trading x 
in Month: — Bank Banks ecole US Bank Banks Total Bank Banks Total 


Jan. 84,819 | 50,770 | 14,038 | 64,809 | 46862 | 16,498 | 63,360) S&413 | 32,482 | 90,895 
Feb. 94,240 54,329 15,536 69,865 49,179 18,125 67,304 65,198 34,053 99,251 
Mar. 89,636 58,227 16,749 74,975 54,076 20,100 74,175 68,254 31,504 99,758 
Apr. 95,551 60,998 16,730 77,728 58,362 23,924 82,285 72,410 30,000 102,410 
May 97,296 65,652 16,598 82,250 65,607 23,634 89,241 80,410 34,018 114,428 
June 100,017 66.364 | 13,623 79,987 68,411 18,605 87,016 83,824 39,492 123,316 
July 100,344 | 62,756 | 15,281 78,037 67,340 16,169 83,509 83.454 40,059 -—s«128,513 
Aug. 78,568) 58312 | 13,435 | 71,747 66099 12302 | 78,402 | 94150 23,712 | 117,862 
Sept. 72,804 54,832 | 11,166 | 65,998 57,635 13,374 71,009 91,914 18,802 110,716 
Oct. 66,487 49,474 12,691 62,165 54,916 13,927 68,843 
al 63,1388 | 46961 | 13,141 | 60,102 | 53,871 9670 | 63,541 
Dec. 66,052; 44,4187 15,3207 59,7387 50,9717 22,013+ 72,984} 
* Foreign exchange and overseas investments held by the New Zealand banking system in respect of New Ze aland business, less « oun liabilities. The Reserve 


Bank figures include not only sterling exchange as formerly, but also other foreign exchange h idings and overseas investmen's Wedacsday bef ore Christmas 
% On and after 20th August, 1948, overseas assets and liabilities converted to N.Z. currency at rate £Stg 100 = £N.Z.100; previously £Stg.10 £N Z.124 





(£N.Z. thousands) 2. Foreign Exchange Transactions of New Zealand Banking System 
1950 1951 





Calendar | RECEIPTS PAYMENTS Balance RECEIPTS PAYMENTS Balance 
Month ‘ be € -s 


Exports Other Imports® Other Transections Exports Other Imports* Other Trarsactigne 

Jan. 18,249 1,744 12,238 2,318 5,437 | 30,042 2.445 13,938 3,027 +15,202 
Feb. 17,500 1,657 12,749 3,133 3,274 26,044 1,509 16,207 2,813 + 8,532 
Mar. \ 22,648 1,430 13,066 4,365 6.647 15,546 2,188 14,773 2485 + 476 
April | 17,582 1,445 9,403 2,754 6.870 18.810 1.544 13.428 2973 + 3.953 
May || 22,079 1,834 14,099 3,272 6.543 23,626 1,484 12,765 2,357 + 9,988 
June | 14,186 1,699 15,130 3,392 2,637 26,862 1,995 12,976 3,220 +12,660 
July | 11,685 1,817 11,994 3,701 2,194 21,429 2,007 15,498 7,067 + 8&7] 
Aug. 10,486 1,980 14,566 4,040 - 6,140 17,083 2,135 21,287 3,425 |— 5,494 
Sept. 9,738 1,138 16,011 1,466 | — 6,601 15,322 1,771 21,842 2,524 |— 7,27§ 
Oct. 11,609 1,278 14,338 3.326 |— 4,777 

Nov. 12.666 1,539 15,476 2,113 3,384 

Dec. 26,160 1,426 13,695 2,474 + 11,417 || 

Total 194,588 18,988 162,767 36,354 + 14,45 455 


* Includes Colated war payments for Goverament imports. 


NET OVERSEAS ASSETS 


RESERVE BANK'S AND TRADING BANKS’ COMBINED TOTALS 

















TOTAL EXPRESSED _. 
IN N.Z. CURRENCY 


eNcHANGE RATE / 
ADJUSTED. 20/8/1948 


a TOTAL EXPRESSED 
IN STERLING CURRENCY 


A 
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OCTOBER, 1951 
IV—NATIONAL INCOME OF NEW ZEALAND 


Source: Census and Statistics Department 


(£N.Z. millions) 1. National Income and Expenditure 





Year ended 31st March Year ended 3lst March 


eee ~1938-|1947-[1948-|1949-|1950- seed | 1938-|1947-]1948-|1949-/1950- 
INCOME 39 | 48 | 49 | 50 | SI EXPENDITURE | 39 | 48 | 49 | 50 | 51 
elie A Ge | | Se) | 





Salary and ‘Wage “Payments. 111 | 210 | 227 253 | | 275 | “Personal Expenditure on Consumer | | | 
Pay and Allowances of Armed Goods and Services 160 | 285 | 344 | 352 | 383 
Forces ‘ 6 4 5 Cost of Government provided Goods | 
Rental Value, Owner-Occupied } and Services 32 63 | 65! 73{ 80 
Houses. ; 11 2} Gross Capital Formation in New 
Other Personal Income . 59 | 222 Zealand _ ; 
Company Income. | 353 | (a) Private 
Government and Local Authority | : (b) Government . | 33 ‘3 48 2 
Trading Income Net Overseas Investment -6 4{ 25 
Lump Sum Payments from United | | 
Kingdom Government | 
Less Public Debt Interest Paid in ia 
New Zealand -16 | 
' 
| 


| 100| 27| 72/ 120 
51 


Net National Income at Factor Cost 419 | 483 
Plus Indirect Taxation - 9 46 50 | 
Less Subsidies Sees: Ea OE. Be 
Net National Income at Market 
Prices ; 454 | 518 | 624 
Plus Depreciation Allowances 15 | | 27] 31 35 eee’ es oe 
Gross National Product 481 | 549 | 659 | Gross National Expenditure 229 | 475 | 481 | 549 | 659 




















NATIONAL INCOME OF NEW_ZEALAND 


PRIVATE INCOME BEFORE TAX mane PRIVATE OUTLAY 








+4150 


fe) 


1938-39 1947-48 1948-49 1949-50 = -1950-51* aaa 1938-39 1946-47 1947-48 1948-49 1949-50 = -1950-51* 


DISPOSAL OF REVENUE BY GOVERNMENT ' 
AND LOCAL AUTHORITIES FUNDS UTILISED FOR INVESTMENT 





S1 ON PUBLIC DEBT PAID WW NT 
AL SECURITY BENEFITS AND PENSIONS 




















= YEAR ENDED 
1950-51 tet Bante 1938-39 1946-47 1947-48 1948-49 1949-50 1950-51* 











* Provisional. t Revised. 





OCTOBER, 1951 


2. Private Income and Outlay 
(EN.Z. millions) 





Year ended 3lst March Year ended 3lst March 
" . 1938—|1947—-|1948—|1949-|19504 7 » 1938—|1947—-|1948—|1949-|1950- 
INCOME | 39 | 48 | 49 | So | St OUTLAY 39 | 48 | 49 | 50 | SI 
T ~ t 
Salary and Wage Payments 111 | 210 7 | 253 | 275 | Personal Expenditure on Consumer 
Pay and Allowances of Armed | | Goods and Services 160 5 | 344 
Forces | 5 Direct Taxation 24 94 
Social Security Benefits and Pens- | | Private Savings 16 3 | 25 
ions . 39 | 43 
Rental Value of Owner- Occupied | } 
Houses | 11 | 
Other Persunal Income :— } 
(a) Professional Occupations 14 
(b) Commerce, Trade or 
Business | S| 27 
(c) Farming 
(d) Changes in balances in | 
Primary Produce | 
Stabilisation Accounts 
(e) Changes in balances of 
Wool Retention Moneys 
(f) Interest, rent, etc. 
(g) Other 
Company Income (before distribu- 
tion) : : 2 53 | 


Private Income (before tax) 200 | 446 | 462 328° 627 | Private Outlay 462 | 528 | 627. 











3. General Government and Local Authorities 


Revenue Account 
(£N.Z. millions) 





Year ended 3lst March Year ended 3lst March _ 


1938- 1947-|1948—1949-—1950- 1938-|1947- /1948- 1949- 1950 
REVENUE 48 | 49 | 50 | 51 EXPENDITURE 39 | 48 | 49 | 5O | Sie 
| > > - a. | = 
Taxation (a) Direct . ee ee. 95 971115} Current Expenditure on Goods 
(b) Indirect 21 53 46 50 and Services 
Trading Income 9 A 12 13 Transfers to Private Income 
Less Direct Taxes paid by Social Security Benefits and} 
Government Trading Under- Pensions 
takings . . ee on Public Debt paid in} 
Lump Sum Payments from New Zealand 
United Kingdom Government} : Subsidies 
Balance of Revenue over Expendi- | 
ture 
= a - Total Expenditure (+ or — 
Total Revenue 54 | 148 | Revenue balances) 











4. Combined Capital Account 
(EN.Z. millions) 





Year ended 3lst March Year ended 3lst March 


1938-|1947-|1948-|1949-|1950- 1938—|1947-|1948—|1949—1950- 
SAVINGS | 48 | 49 | 50 51 INVESTMENT | 39 | 48 | 49 | SO} S51 
+i¢ti°* ¢ . 
Private Savings | 8: 25 | 81 | 131] Gross Capital Formation in New 
Revenue Balances — General Zealand: 
Government and Local (a) Private 
Authorities 20; 13] 30 (b) General Government 
Depreciation Allowances | 25 27 31} 35 (c) Local Authorities 
} } } Net change in Overseas Assets 


Total Funds utilised 37 | 127,72 | 124 | 196 | Total Investment 


* Provisional. t Revised 

















152 OCTOBER, 1951 
V—UNITED KINGDOM STERLING LIABILITIES AND INTERNATIONAL RESERVES 
(£stg. Millions) Source: U.K. White Papers, Cmd. 8201, 8379 and 8354 





ly Sterling Liabilities 
British 
Empire*® 





} ,. rs Gold and 
Rest of Doll 


ollar 
3 _— | 
World Reserves } Reserves! 


Europe’® 


1931—Dec. 195 173 _ 
1932—June 238 155 457 199 
Dec. 246 | 159 468 206 
1933—June 281 141 518 361 
Dec. 275 135 538 372 
1934—June 337 133 591 428 
Dec. 316 131 580 415 
1935—June 301 168 544 460 
Dec. ; 346 188 600 493 
1936-—June 357 224 | 645 620 
Dec. 358 281 721 703 
1937—June .. | 410 308 770 792 
Dec. | 387 355 808 825 
1938—June 380 315 778 795 
Dec. 339 226 598 | 615 
1939—June | 328 197 542 
Dec. 362 134 517 
1940—June iat 434 78 543 
Dec. 544 98 ‘ 680 
1941—June 676 152 . 881 
Dec. 924 | 180 | 1,170 
Sterling O.E.EC. Total* 
Arez Countries 
1941—Dec. 5 | 208 1272 | 
1942—June 75 236 d | 1,285 205 
Dec. ‘ 280 1,642 254 
1943—June : 323 | 1,967 352 
Dec. | j 345 2,350 i 457 
1944—June 367 5 2,680 571 
Dec. 9 376 : 3,015 601 
1945—June 417 : | 3,354 . 624 
Dec. 45 421 3,688 610 
1946—June a. n.a. a na. || 567 
Dec. 424 3,747 664 
1947—June a. n.a. oe n.a. 593 
Dec. } “ 480 é 3,991 512 
1948—June a. n.a. a. n.a. - 473 
Dec. f 370 ,085 3,818 —_ 457 
1949—June a. n.a. a. n.a. . 406 
Dec. 439 202 3,993 . 603 
1950—June 391 35 4,145 - 865 
Dec. 395 4,319 _ 1,178 
1951—June 422 1,215 4,735 1,381 

















w 





1Gold valued at the market price operative at the end of each quarter. Foreign currencies were only a small part of reserves in this period 


? Contains Gold and Canadian and U.S. dollars. Gold is valued at 168/- per fine ounce until March, 1945, at 172/3 per fine ounce until 18th September, 
1949, and thereafter at 250/- per fine ounce, U.S. and Canadian dollars are converted at rates operative from time to time. 


* The figures show the net liabilities, whether expressed in sterling or in foreign currencies, of banks (including accepting houses and discount houses) in 
the United Kingdom to their overseas offices and to other account-holders abroad, including funds held as cover for overseas currencies; British Govern 
ment securities held by banks in bearer form or on nominee accounts for overseas account generally; funds held by the Currency Boards and the Crown 
Agents for the Colonies; and overseas loans to His Majesty’s Government expressed in sterling or sterling area currencies. Funds of enemy and enemy- 
occupied countries, including those of Allied Governments resident in the United Kingdom during the war, are included. Liabilities expressed in foreign 
currencies are valued at the rates operative at each date given. Net liabilities to the Mandated Territories and to Egypt are included under British 
Empire as they were not segregated in the returns 
*The figures show the net liabilities in sterling of banks (including accepting houses and discount houses) in the United Kingdom to their overseas offices 
and to other account-holders abroad, including any British Government securities held for account of banks and funds held as cover for overseas cur 
rencies; funds held by the Currency Boards and the Crown Agents for the Colonies; overseas loans to His Majesty’s Government expressed in sterling, 
or sterling area currencies; and, so far as known, United Kingdom sterling securities held by official bodies but not those held Sy private individuals or 
firms. Funds of enemy and enemy-occupied countries, including those of Allied Governments resident in the United Kingdom during the war, are included 
5 Comprises all Commonwealth countries (including Southern Rhodesia, but excluding Canada); also the Irish Republic, Burma, Iraq, Iceland and Jordan. 
**O.E.E.C. Countries” is used to describe non-sterling area members of the Organisation for European Economic Co-operation: France, Italy, Belgium, 
Luxembourg, the Netherlands, Sweden, Norway, Denmark, Switzerland, Portugal, Austria, Greece, Turkey, Western Germany and Trieste, together with 
their dependent overseas territories. (The sterling area members of O.E.E.C. other than the United Kingdom, i.e., Irish Republic and Iceland, are included 
under “Sterling Area’’.) 
* Comprises the Dollar Area (U.S.A. and dependencies; other ‘‘American Account” countries of Central and ae America; and Canada); Argentina, 
Brazil, Chile, Paraguay; Peru and Uruguay; most of the Middle and Far East; Rkalecn Europe, including U.S.S.R.; Spain and international organisations 
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